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ECONOMIC IMPLICATIONS OF SFEA-BED MINERAL DEVELOPMENT IN THE INTERNATIONAL ARFA: REPORT :
OF THE SECRETARY-GENERAL (A/CONF.62/25) (continued)

Mr. LIND (Sweden) said that the analysis contained in the material that the
Committee had before it was complex and was based on data and predictions that could
not be accurate in all cases. Although some delegations had -questioned certain figures
and conclusions in that material, his own delegation considered that nothing therein
could be taken as diminishing the value of the studies and presentations; and it
believed that the conclusion could safely be drawn that any future exploitation of the
sea~bed might at least entail the risk of having harmful effects on the economies of
certain States, especially those of developing countrieé that were producers of such
resources, sincc the latter could be expected to suffer the most. - The Committee must
accordingly con51der the question of adopting measures to offset those harmful effects.
Since the world commun:ty would doubtless share the benefits of the ared, 1t should
also, in the view of his delegation, take upon itself the responsibility for applying
the measures necessary to prevent any harmful effects on developing countries,
particularly in the case of countries deriving a major proportlon of thelr export
earnings from Lhe minerals that were likely to ‘be produced from nodulcs. For that
reason, his delegation belleved that the convention which the Conference was drafting
should include provisions on appropriate ways of controlling the exploitation of
resources in the area, and regulations designed to prevent, or at least minimize,
adverse effects on the exports of developing countries. In that connexion, it should
be recalled thet Sweden lent its full support to the idea expressed in the Declaration
of Principles that particular consideration be given to the interests and needs of the
developing countries in sharing the benefits derived from exploitation of the area.

_1t was clearlj 2 complicated task to balance the 1nterestq of Statnq which were
1roducer and those which were consumers of minerals that were. llkeiy to be derived
from. future . large«ucalc emploltatlon of nodules from the deep ocewn ‘floor. His
delegation did not believe that the new law of the sea should 1nclude exact .
stipulations as to the nature of any regulation of output from the area; the texts of
the convention should allow the suthority sufficient flexibility to ensure that its
choice between such possible measures could be adapted to the specific conditions of
cach case. Thus, in line with its basic approach towards the au%hority, the Swedish
delegation considered that it should be given far-reaching powers which would be the
most rational way of managing the area. 'Furthermore, it was to be hoped that the
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‘authority would maintain close contact with other international orgenizations having

responsibilities for questions related to world trade in’pfimary products, such as
UNCTAD. '

Mr; BOATEN (Ghana) recalled the directives that had been given to the
Secretary-General in General Assembly resolution 2750 A (XXV), in order to draw
attention to the nature of that mandete and to 1nd1cate the origins from whlch the form
and content of his report h&d been derlved. Those directives drew. thelr 1nsp1rat10n

essentially from the Declaration of Prlnc;pleg, which provided that care should be taken

to ensure that the exploitation of the sea-bed beyond the limits of national

Jurisdiction would not adversely affect the well-being of the developing countries as a
whole. :

The divergence in assessments based on the same fundemental facts was confusing. -
Moreovér, there were so many unkhown fectors and veriables in the deta that had been
presented to the Committee that the future picture was very difficult to conceive. It
wes still in the dark sbout facts such as the potentiel production of land-based =
minerals of the kind to be produced in the sea-bed over the néxt decade, the volume of
known lend-based minerals still waiting to be exploited, what national plans existéd -
for expanding the production of land~based minerals, and at what rate the land-based
resources currently exploited were being exhausted. Complex issues were involved which
did not lend themselves to easy and quick study, but the convention that was being
elaborated could not await the solution of those complex issues. There was urgent neéd
for a convention to regulate the exploration and exploitation of the sea-bed béyﬁﬁd the
1imits of mational jurisdiction, which had been procleiméd the common heritage of
menkind, before a state of anarchy was reached in the‘aréa5 with consequent potentialﬁ
danger to world peace and stability. | '

Contrary to whet had been maintained at the seminar, it was now known that the
price of ‘@ ‘product did not necessarily ‘depend on its cost of production, of which the

cdste of ‘the ‘raw materials were only a small part. The fact of the matter was that the

gole objéet of 'the ‘entreprencur was to maximize his profit. Further, it was a 'fact

that the price of & particular product could depend on a number of factors, external
and internaly’ AS a result the producer of raw materisls sold his products chesaply,
but, like the producer of products other than raw materials, he bought the finished

product. at-a high'Price.”
/-oi
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Faced with the uncertainties associated with the effects of the exploitation of the
sea-bed beyond nationsl jurisdiction, on the ecoaomies of developing countries which
were land-based mineral producers, his delegation thought that the only solution was to
create effective machinery with adequate powers to act, in case of need, to avert any
adverse consequences, with due consideration for the eccnomies of developing countries
which were not exporters of land-based resources. Should no occasion arise to use
those wide powers, no harm would have been done; if the opportunity did arise, the

precautions would have been useful.

Mr. THOMAS (Trinidad and Tobagn) said that in the material that the Committee
had before it, and in the opinions that had been expressed, there were a number of
divergent views regarding substance and projections, the conditions and possible scale
of the exploitation, the present technological capacity of the companies and studies
on probable exploitation dates and the probable expenditure involved. He identified
four main features in the Secretary-General's report (A/CONF.62/25): +the limited
character of the information on which the projections of exploitation and their
possible economic c¢onsequences were based; the fact that the projections vere
short-term (to 1985); the difficulty of making an approximately accurate analysis,
owing to the fact that, available informeiion was not slways objective; lastly, the
provisional and general nature of its conclusions. At over-sll feature of'the report
was the general uncertainty regarding the periods covered by the projections. He
understood the factors responsiblc for that, and ke frund the report on the whole
satisfactory as it could be extremely useful as & general guide. In deciding the
position it would adopt, his delegation haed tried to project its thinking beyond 1985;
if hed always maintained the Conference should plan for posterity and not only for the
immediate future.

Although his delegation accepted the statement in the report of the
Secretary-General and from other sources that meanganese nodules .were the sea-bed
minerals which were most likely to be exploited in the near future, it did not reject
other possibilities of commercial exploitation -~ “he sea-bed &as technology progressed.
As & result of exploration carried out it was known that concentrations of manganese
nodules were found mainly in the Pacific and Indian Oceans. It was also known that,
from the technological point of view, it was possible to exploit them cbmmercially and

that the commercial exploitation of manganese nodules could affect the present prices

/ee.
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of their component metals - nickel, copper, cobalt and menganese — now supplied from

land-based sources, thereby cau51ng losses whlch could 1n some cases be substantial.

. The, projectlone showed ¢that there might be an apprec1eb1e drop in prlces, especially in

tthe case of manganese and cobalt. Any such drop would have two immediate effects: s

"reductlon in the export earnings of produc1ng countries, or an 1rrat10nal depletion of

thelr resource55 and a fall in the prlces of the metals concerned which would benefit
countrles that were consumers of raw materials or finished products made from those

metals. The cogency of that argument depénded on the theory of supply and demand

Whatever the merlte of that theory, 1t waes valld only when the other variables remained

constant, ; e., it was a dependent varlable On the other hand hls delegation was
concerned by the 51tuat10n of the developlng countries; the deve10ping countries that
would suffer from increased productlon totalled ik - i.e., a minority - whlch meant
that the majorlty of developlng countrles would benefit. It had been malntalned that
any attempt to check K- fall in prlces for the beneflt of o few countrles would be
unjust._ The same countrles that had advanced that argument in order to profit at the
expense of the majorlty were now using it in the interest of the majority of developlng
countrles. What oonclualons could be drawn from that?

The Group of 77, composed of developlng countries, had arisen from the need to
remedy the 1mbalences and 1njust1cee of 1nternatlonal trade and the trade practices of
whlch they had always been the v1gt1ms, the fact that some countrlee were seeklng to
speed up thelr own development at the. expense of members of the Group was et a varlance
w1th its baslc concept and oonstltuted a reversion to the tradltlonal practlces of the
1ndustrlal1zed countries. The developing countrlee were striving for 1ndustr1el
development but not on the basis of the exploitation of the Group's members or at
their expense. WNo group, even if it conutltuted a majority, should seek to beneflt

unduly at the expense of others from the resources to be derlved from the

international sea-bed area.

!

A rational system of exploitation was required aimed at reducing price fluctuations
to 8 minimum, stabilizing the economies of those few developing countries and at the
seme time increasing the poténtial‘of the aréa for the benefit of all menkind,
especially the developing countries, in order to accelerate their industrial and

economic development. A syztem in which it was the multinational companies that had

/- .o
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the power to exploit, and production was left to the free play of market forces was

not the answer, for it would continue to enrich the few at the expense of the majority.
For the developing countries, the resources of the international sea-bed ares might
provide the last opportunity for collective exploitation; they must not let that
opportunity slip. There was only one way to make use of those resources for the benefit
of the majority: by managing, developing and supervising all aspects of their
exploitation so as to ensure equel benefits for all the developing countries and not
only for the few; if they lost thet opportunity, only a minority would benefit.

The report of the Secretary-General suggested compensatory and preventive measures,
which were not mutually exclusive but complementary, to remedy the present situastion
in which the immediate interests of a fev developing countries appeared to conflict with
those of the majority. The proposed solutions would protect the economies of the
producing developing countries and provide an orderly system of development of the
resources of the areea in the interest of the whole international community.

The Conference should seek to evolve a system which constituted a just and proper
balance that would protect firstly, the few developing countries whose economies were
largely dependent on metals that could be mined from the sea-bed and secondly,
accelerate the economic and industrial development of all developing countries on the
basi=s of the equitable use of the resources of the internationel sea-bed area. That
approach was complex and difficult but the difficulties were not necessarily
insuperable. What w#wes needed was collective effort, political will and a global
enterprise beyond the capacity of any existing orgenization or company, & strong and
broadly based orgenization representing the interests of all in which justice and

equity could be achieved.

Mr. TURQUET de BEAUREGARD (France) said that although France was one of the

principal producers of nickel and possessed considerable mineral reserves in New
Caledonia it supported the exploitation of sea-bed nodules, since it was aware that
terrestrial reserves were limited and their exploitation was becoming increasingly
diffiecult; in fact, it was necessary to assume that the whole of mankind needed
mineral raw materisls and that it was impossible to do without the resources of the

sea-bed, the exploitation of which would benefit all countries of the world.
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. The system to be devised for the exploitation of the sea~bed must ensure that such
Vact1v1tles were carrled out w1th max1mum efficiency. Since the commencement. of .
exp101tatlon would engender prlce fluctua.tlons9 the most suitable method would be a:
progressive explo;tat;qn of the sea-bed; in any cage, the stabilization of the prices
of“raw‘materials must“bé'a matter 6f constant concern to the international .community.
France, for its part, had proposed in the United Nations General Assembly thet the
pfdblem should be studied on a broad front and that, initially, price chenges should be
kébﬁ under some kind of supervision in order to avoid harming either the mineral.
produ01ng countries or the consumer countries.
1 ‘The current Conference should avoid establishing a system that protected countries
 possess1ng mlneral resources in raw form, to the detriment of the group of countries
"“whose gconomlc life was dependent upon access to raw materials, which should be used.

fér the'ﬁenefit of the whole of mankind.

- Mr. DE SOTO (Peru) said that the Secretary-General's report on sea—bed mlneral
development (A/CONF.62/25) was divided into three chapters: the first, a rev1ew of
sea-bed mining activities, was a study that had proved to be dlfflcult, since the Pew
enterprises that were in a position . to undertake exploitation did not supply the )
necessary information; the second chapter9 concerning the probable impact of nodule
wining, was of a speculative nature, precisely because of the difficulty of obtaining
informetion. On the other hand, it should be pointed out that, while it appeared
.possible to. forecast that only manganese nodules were likely to be exploited in the
foreseeable future not all ses~bed mining possibilities were yet known with certainty.

The third chapter of the report dealt with the basic problem, hamely the promoting
of the rational development of nodule resources. In that connexion; .he recalled that
his cbuntry had been one of the sponsors of General Assembly resolution 2750 A (XXV),.
which established the objective of identifying the problems arising from the production
of certain minersls and examinihé the impact they would have on the economic well-being
of the developing countries, in,part}cular on prices of mineral exports on the world

market.
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In that respect, there was no need for the convention to provide for the protection
of the mineral consumer countries, since they could only benefit from the exploitation
of the sea-bed. The problem would seem to lie in the fact that exploitation designed
to favour the developing countries would have unfavourable repercussions on certain
developed countries.

Referring to the discussions held on the subject, he said he disagreed with the
view that sea-bed mineral exploitation would affect only a small minority of countries
and would not adversely affect the developing countries that produced minerals. It
should be borne in mind that the studies referrecd only to manganese nodules and took no
account of the other possibilities for exploitation. Furthermore, it was not a question
of legislating for a few years but of formulating a lasting convention and, while it was
in force, the technology of manganese nodule exploitation might develop in such a way
as to be cheaper than land-based exploitation.

His delegation was not convinced by those arguments vhich maintained that adverse
effects would result from providing the authority with effective means of combating the
possible adverse effects of sea-bed mineral exploitation; in that respect, he felt that
powerful machinery was necded to solve the problems that might be faced by the developing
countries that produced minerals.

His delegation supported the inclusion in the convention of a provision that would
enable the authority to take whatever measures were required, including the control,
reduction or suspension of production, or the fixing of prices for products obtained by
sea-bed exploitation, whenever it considered that such exploitation might adversely

affect the developing countries.

Mr. ZEGERS (Chile) said that the Committee had to determine the economic
consequences of the extraction of minerals from the sea-bed. In 1968, when the Sea-Bed
Comnittee, then called the Ad Hoc Committee, had first met it had elready been evident
that the extraction of minerals from the sea-bed would probably have adverse effects on
countries producing land-based minerals. The Committee had decided that one of the
regulatory principles of the exploitation of the sea-bed should be that those effects
should be foreseen and minimized (see the report of the Ad Hoc Committee, A/7230). That

principle was contained in the Declaration of Principles in General Assembly resolution

/- .o
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2749 (XXV) and UNCTAD had also recognized it in resolution 51 (III). The Secretary-
General had- preparéd "o report on the giestion in response to the request made in
‘General Assembly resolution 2750 A (XXV).

Consequently, since the extraction of minersls from. the sea~bed could have adverse
economic effects, the Committee must determine their nature and scoﬁe. The discussion
had ‘concentrated on the exploitation of manganese nodules, because that might almost be
' ‘conbidered to have started, dedpite the moratorium laid down in General Assembly
‘resolution 25Tk (XXIV). However, manganese nodules were not the only mineral deposits
which could be .exploitéd. The possible. extraction of hydrocarbons from the ocean basin
mustwélSOzbe considered, as well as the exploitation of metal-bearing sludge and of the
-many‘ﬁineral'deposits in the sea-bed, which could produce fantastic yields.: Consequently,
practically all mineral~producing developing countries could suffer adverse effects from
the exploitation of the mineral resources of the sea~bed,

According to the Secretary-General's report (A/AC.138/36), the exploitation of
manganese nodules would be prejudicial to several countries which were producers of the
minerals that could be extracted from those nodules, namely-copper, nickel, cobalt and
manganese,. but would affect some more seriously than: others: Apparently over 30
- countries would’ be more or less seriously affected.

" In that connexion, it should be remembered that potential resources of the nodules
seemed to be: enough to supply the needs of all menkind, without any exploltatlon of
land-based sources. - Moreover, firms from industrialized countries had been explorlng the
nodules and alresdy possessed highly-developed extraction methods, let alone future
possibilities offered by the fantastic progress of technology. One great Power also had
& project which, if carried out, would enable it to grant exploitation licences outside

-any control by the international community. _ .

In:.order to determine the nature and scope of the economic effects of the
exploitation of manganese nodules,.the Committee could base its work onm the UNCTAD
study and that of the Secretary-General, which were condensed in document -
A/CONF.62/C.1/L.2. According to the UNCTAD secretariat, the extraction of minerals from
mangenese nodules would adversely affect the world market prlces of copper, cobalt and
- nickel, all the maln producers of wvhich were developlng countrles The Secretary-

' ;General sald that prejudlce would be caused in the short-term to producers of cobalt and
‘nlckel end in the long term to producers of ccpper

. /u .
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The UNCTAD report estimat~¢ that by 1980, the losses suffered by the countries
nroducing those metals could equal the total income of the Authority, i.e. that its cost
would be borne completely by the developing countries. The Secretary-General's report
did not contein specific figures, but its conclusions were the same as those of the
JACTAD report.

Two ways of dealing with that situation hed been proposed, one of a compensatory
and the other of a preventive nature. The former had been rejected because it haed been
considered impracticable, since the Authority's income would not cover the compenseation.
Four types of preéventive measures had been proposed: the first was that the Authority
should control production, but both UNCTAD and the Secretary-General had shown the
advisability of adopting a flexible attitude in that respect, in view of the constantly
changing situation. A second propcsal was based on general commodity agreements; that
vas an interesting proposal, but long~term in nature. Another method would be to fix
minimum prices and lastly, there was the complementary criterion consisting in
regulating production in accordance with increasing demand for the minerals sffected,
especially nickel. Whatever method was adopted, and it might be possible to adopt a
combination of all four., the exploitation must obviously be regulated, in order to
safeguard regions which the developing countries would be asble to exploit later on when
they hed access to more advanced teclhnology. All the relevant studies agreed that no
incentives should be offered for the exploitation of the sea-bed deposits.

In his summing-up of the situation made to an unofficial meeting of the Committee on
1 August, the Cheirman had said that it was necessary first to determine the extent of
the possible adverse effects and then to decidc what measures the international
community should adopt, bearing in mind the need to avoid paralysing production. He had
added that the Authority should be given adequate powers to that end, and should possess
a technical body which would keep the matter under constant review. The Chilean
delegation requested that the Cheirmen's summing-up be reproduced in a summary record.

It was very important that the Committee should prepare draft articles on that
subject.

Mr. Iguchi (Japan) took the Chair.

Mr. FINCHAM (South Africa) said that one of the featufes of the Conference had

been its educational effect, as had already been observed in‘thg Committee, and one of

/...
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the issues in which the educational process had played a significant part was that
currently under discussion; One aspect that had struck his delegation was that all the
projections and forecasts concerning the possible effects of sea-bed mining were
short-term and based‘on a fairly large number of'assumptions, as had been repeatedly
stressed By the expefts. As the representative obeeru had remarked, the Conference
must not think in terms of 1975, 1990 or the end of the century, but of the long term. If
success were achieved in preparing a Convention, its writ would run for generations to
comé, when the existing po;itical and economic piéture would have become very different.
His delegation had reached the conclusion that_thé Conference did not have sufficient
information et its disposal on the subject for it to know what was going to happen over
the long term9 and it could =xpect to see no more than a small part of the picture. The
authorlty to be establlshed must have the powers to tackle not only the problems that
could be currently foreseen, but also those problems which could arise one or two
generatlons later; and it must also have the necessary flexibility to solve them. There
_were grounds for assuming that sea-bed mining activities would have deleterious effects
on the economies of producers of some land-based metals, and the authority must be
enabled to react flexibly and effectively to the threats as and when they arose, through
commodity agreements, price-fixing, stock-piling or the use ofzébmpensatbry devices -~ in
‘other ‘words, all the technigues which the economists knew op might conceive. _The
fundamental objective was to find a means of combining the extensive powers which the
‘authority would need under a constitution.that would ensure that it remainéd dedicated
to the real long-term objectives for which it had been created. In other WOfds, the
Conference must devise the means of ensuring that the authority would bé>é£rohg{énough
and that it would, at the same time, be obliged to concentrate on its wo;k; while
resisting the temptation to allow a bossible majority to change its basic aims and
induce it to intervene in political affairs, which it had not been established to handle.

That was the dilemme to which his delegation wished to draw attention.

Mr. Engo (United Republic of Cameroon) resumed the Chair.

Mrs. MANN BORGESE (International Ocesn Institute), speaking at the invitation
" of the Chairman, said that as a result of current trends in delimiting'hational

Jurisdiction it might be anticipated that a substantial part of the manganese nodules of
the abyss would either pass under national Jurisdiction or could be claimed by coastal

States. Consequently, prospective exploiters of manganese nodules could, in many cases,

/c .o
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have the choice of exploitation either in the international sea-bed area or in aress
under national Jurisdiction. Thus, if a licensing or service contract system of
exploitation was adopted, the proposed international sea-bed authority would not be able
freely to determine royelty provisions nor would it be able to adopt effective
arrangenents to ensure that mineral output from the sea-bed would not result in prices
that were inequitable to land-based producers.

In the view of the International Ocean Imnstitute, the only realistic instrument
Tor putting into practice the concept of the common heritage of mankind was the
enferprise system. 1In existing conditions, however, it seemed unlZkely that the
enterprise could raise the necessary capital and obtain the necessary technological
capacity to corpete guccessfully with industrial consortia exploiting menganese
nodules within the areas under national jurdisdiction.

in those circumstances, her orgenizaetion considered that, in the light of
technological advances, the most appropriate solution would be the establishment of an
irternational ocean space authority - a system which would fulfil functions beneficial

to all States.

Mr. ROMANOV (Union of Soviet Sccialist Republics) said that the statement
which had been read out by the representative of the International Ocean Institute and
distributed to members of the Committee was full of references to matters which had
ncthing to do with the item under discu-sion. Moreover, it included a proposal, which
wvas completely out of ofder and contrary to the provisions in the rules of procedure
concerning statements by non-governmental orgenizations. He therefore reqﬁested that
the references by that representative to matters not relevant to the subject under
discussion should be omitted from the record, that her proposal should be rejected and
that nenceforth all statements by reﬁresentatives of non-governmental orgenizations
‘should be submitted in advance to the Chairman, who would decide whether it was in order
for them to be read out. '

The CHAIRMAN said that he had invited the representative of the International
Oceen Institute to speak in accordance with rule 65 of the rules of procedure. However,
the statement by that representative had not been in conformity withrparagraph 3 of that
rﬁle and conéequently the parts of that statement which were not comnected with the item
uader discussion would be omitted from the record. Moreover, no consideration would be
riven to the proposel in the text of the statement which had been distributed.
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report on the economic implications of seu-bed mineral development ‘n the international
area (A/CONF.62/25). Despite the difficult problems inherent in making statistical and
economic forecasts vhen important data were not available, the Secretary-General's
report was to be commended.

The real issue at hand was to determine vwhat measures were necessary when adverse
implications occurred. In that connexion, the Secretary-General's comment
(A/CONF.62/25, p. 11) about the flexibility necessary for the régime to adapt itself to
the changing economic order was particularly appropriate. Part of the task of the
Conference was therefore to create as an element in the machinery to be est&blished an
organ which would be responsible for the surveillance of economic implications arising
from sea~bed production and for recommending to the asuthority measures appropriate to
deal with those implications. Time would be better spent on setting out the broad
guidelines of the powers and functions of the proposed organ rather than specifying
measures to deal with probiems which might arise, since that would inhibit the
objectivity of the organ in question. He therefore wished to make some comments on the
esteblishment of what could be called an "economic commission”, whose powers and
functions should be set out in the Convention. The commission would be composed of
experté and should represent the interests of producers and consumers of resources
exploited from the sea-bed. It should have powersg to recommend to the Council measures
appropriate to deal with any adverse implications which might occur as a result of
sea-bed exploitation. Its terms of reference might be as follows: “the commission
should maintain continuous surveillance of local market conditions relating to the
materials of the sea-bed area and should recommend eppropriate measures consistent with

the interests and needs of producers and consumers”,

The meeting rose at 1.20 p.m.
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